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The Carnegie F,undation for the Advancement ofTeaching

was founded by Andrew Carnegie in 1905 and chartered by Congress

in 1906. Long concerned with pensions and pension systems for

college and university teachers, the Foundation has also

sponsored extensive research on education.

As an independent policy center, it now conducts studies devoted

to the strengthening of American education at all levels.
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IT HAS BEEN six Years Ance the National Commksion on Excellence in
Education decl:red "The nation is at risk," and since that w arning hit the head-
lines. America has been engaged in the most sustained drn c for school renew al

al its histon . Academic standardsh-e been raised, .eachers' salaries have gone

up, and business leaders ha% c become strong ad% ocatcs of public cdncation.

But w ith all of our athio mews, there still remains a disturbing gap be-
tw een rhetoric and resuks. Maiw of our students recen c A first-class education.
But the majorin go to schools that range 'rom good to mediocre, and fbr large
numbers of our young people, schooling is a failure.

What's gone wrong? Wlw is school perfbrmance so uneven?
The problem is that our efforts have been more fragmented than coher-

ent. Since 1983, w c'%e had a Hood of reports on educanon, but no compre-
holm% e plan. A %aria\ of model schools has been introduced, but it's a reform
strateg) best described as -exedlence b exception." If school reform has be-
gun to stall, it's not from lack of effort, but from lack of overall l:Irection.

This piecemeal approach is not surprising. It dates back to 1647 when ',he

Massachusetts Ba Colons required (nen tow n or silage to hire a s -hoolmas-

ter to teach its ow n children to read and w rite. From the %cry first, our schools
ha% c been Incallv wntrolled, locah supported, and accountable only to the par-
ents. This "um% stematic" sN .zen1 of public education--some might even say
"chaonc"seemed to w ork, and, fOr years, AmeAcans have had great confi-
dence in their schools.

Now , the pendillum has shifted. Today, kss than half the support for pub-
lic education comes from local districts. Voter participation in school ekctions
is low, and, w ith increased mobilitv, neighborhoods less stable. America's tra-
ditional grass-roots approach to public education has weakened.

Further, Americans arc troubled that millions of students arc economi-
calh and cn icalh ill-prepared. We're shocked that high school graduates can-
not wnfidenth read and w rite, or accuratch. compute. We're deeply w orried
that the United States is losing the high-tech race.

15



"Modern societies," John Gardner said, "run on talent," and there's a
growing conviction that the nation's 83,000 schools, 16,000 districts, and 50
states cannot, without coordination, meet the challenge.

Indeed, Americans today seem less concerned about local control than
about national results--convinced that if the nation is at risk, the nation must
respond.

Consider that, just two Years ago, a national board for teacher certifica-
tion was created.
Consider that the U.S. Department of Education now presents, an-
nually, a national report card on school performance.
Consider that former Secretary of Education William Bennett's James
Madison High School contained a proposed national curriculum.
Consider, especially, that we've just elected, to the highest office in the
land, a candidate who pledged to be the "Education President"sug-
gesting national leadership in education.

This is an historic moment. America is moving, in fits and starts, toward
a national view of education, but how can we achieve more coherence without
sacrificing vitality at the local level: It's a new challenge, something we've never
seriously faced before, and our response surely will shape education in this
country for years to come.

Clearly, we don't need a federal ministry of education to force all schools
Into a bureaucratic locksep. We don't need vet one more critical report. We
don't need more "patch work" and "tinkering." We know what works.

What we do need is a national agenda for school reform. We necci a ,t! a--
egy that sustains state and local leadership, while giving coherence to _he ef-
fort, overall. And I'd like to focus on five priorities that are crucial dour push
for excellence is to be, not just symbolic, but systemic.

F I RST, a national strategy for school refbrin requires a larger vision, and the Pres-
ident himself must lead the way.

If a health epidemic were striking one-fourth of the children in this coun-
try, if snow were piling up on city streets, if we had heaps of garbage on the
curbs, a national emergency would be declared. But when hundreds of

I ;)
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thousands of students leave school, year after-year, shockingly unprepared, the

nation remains far too lethargic.
We need an urgent call to action. And this is where corporate America

has a role to play. To paraphrase the TV commLrcial, "When the Fortune 500
speak out for better schools, politicians listen."

Last fall, I suggested that the next President call a summit meeting of the
governors from all fiftv states, &daring that this nation :s committed to pro-
vide, for everv student, a solid vocational, civic, and moral education. The goal
must be quality for all.

I also suggested that the next President, as a national objective, pledge
that by the year 2000when today's first graders are h;gh school seniors
America will have the best education system in the world.

Over forty Years ago, Secretarv of State George C. Marshall, in an historic
address at Harvard University, announced a bold recovery plan to lift Europe
out of the ashes of a devastating war. This was an audacious proposition,
wildly optimistic. But let the record s' .% that, within four short years, the
European community was miraculously reborn. The Marshall Planwith a
SI2 billion assist from the United S.atesdelivered dramatically on its prom-
ise.

Dreams can be fialfilled only %% hen they've been defined. As a national
strategy, let's commit ourselves to rebuild, within a decade, the nation's
schools, just as the Marshall Plan helped rebuild a devaqated world.

EQUALITY

TO REBUILD the schools, Amertca mast fbcus, Iva* special urgency, on students
who are least advantaged.

To talk about school reform while ignoring poor children is dangerously
to misdiagnose the problem. The Harvard School of Public Health recently
reported that a child who is nutritionally deficient will have a lower IQ, shorter
attention span, and get lower grades in school. Yet, in the United States today,

nearl% one out of every four school-age children is classified as poor. They're
neglected, undernourished. They lack even the most basic care required to
ha% c a healthy start, and to disregard thc tragedy of poor children is to imperil

the future of the nation.
Poverty and schooling arc inextricably connected, and it's here that the

17
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federal government's obligation is most explicit. Winston Churchill observed
that there is no finer investment for any community than "putting milk into
babies," and : propose that the federal nutrition program for low-income
mothers and babies be fully funded, since better schooling starts with little
children.

During the decade orthe nineties, let's also incrementally increase support
for Head Start, with full funding by the year 2000. This effective program
provides preschool education for three- and four-year-old disadvantaged chil-
dren, and it's a disgrace that twenty years after Head Start was authorized by
Congress, only 20 percent of the eligible children are being served.

To give all children a better start, let's also reorganize the first years of
fo rmal educationthat's kindergarten through grade fourinto a single unit
called "The Basic School." This school would give top priority to language
and have no class with more than 15 students each. Each child would get per-
sonal attention and rigid grade levels would be blurred.

Also, in the Basic School, all disadvantaged children would get special
help in reading and mathematics, with support from the federal Chapter One
program, and the school day would be lengthened for afternoon enrichment.
The goal is to have every child, by grade four, write with darity, read with
comprehension, compute with accuracy, and effectively speak and listen. If
these skills are not well formed, it will be impossible fully to compensate for
the failure later on.

Finally, serving the least advantaged means urging states to revise the for-
mulas by which schools are funded. Excellence and quality cannot be divided,
and as a national strategy, we must focus on the disadvantaged. We must fi-
nance, more fairly, the public schools and give priority to early education,
since it's here that the battle for excellence will be won or lost.

TEACHERS

TH I RD, this nation must give more dignity and more status to its teachers.
Washington Irving, in his popular nineteenth century story, "The Legend

of Sleepy Hollow," describes Ichabod Crane as a man A ho was "Built like a
scarecrow'. A gangling, pinheaded, flat-topped oaf. But what would anyone
expect? He was just a teacher."

18
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It's a paradox. Americans have alw..ys had a love affair v ith education,
but we've been enormously ambivalent about teachers. Perhaps it's here that
we can borrow something from the Japanese. In Japan, paruits ai\.- intensely
supportive of the schools. In that culture, the term sensci, teacher, is a title ot
great honor.

Last Year, at the Carnegie Foundation, we surveyed 22,000 teachers, and
I was shocked to discover that 50 percent said that morale in the profession is
lower than it was five Years ago; only 22 percent said it's gottei

We also found that more than 20 percent of today's teachers do not help
choose textbooks anel instructional materials. Over 50 percent do not parrici-
pate in planning their own in-scry ice education, and 70 per-ent are not asked
to help shape retention po,.cies at their school. In a word, thev'ie powerless.
And then we onder why our most gifted students do not go into teaching!

Then.: are ,door teachers. And for the reform mo% einenr to succeed, the
teaching profession must more igorously police itself. We simply cannot tol-
erate mediocrity in the classroom.

But no profession is made healthy by focu5ing only ori what's bad and,
today, we need a national strategx to strengthen teaching, one that focuses on
the three R's of recognazon, recrumnent, and renewal.

First, w e need a 1989 version of President Dwight Eisenhow er's Na-
tional .)efense Education Acta program of teacher fellowships and
summer institutes in every region of the country.
Second, w e need a national campaign to recruit outstanding :zudents
into teaching, beginning with those in junior high. Colleges and uni-
% ersine!. should organize this crusade, focusing especially on black and
H ispanic students.
Third, w e need, in e% cry state, a full-tuition scholarship program for
top students who agree to teach at least three years in disadvantaged
schools. A quarter century ago, John Kennedy inspired the nation's
youth to join the Peace Corps to serve the needy overseas. Why not
inspire the brightest and the best to sell e in inner-city schools and in
rural districts here at home?

Finally, let's have teacher recognition programs in e% cry state, and nation-
ally, as well. Speciticall, I 6uggcst that President Bush, building on his splen-
did teacher ard program, in% ite the "teachers of the year" from all 50 states
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to a dinner in die East Room of the White House, with the event televised,
pnme time. Ifs a symbolic act, but we live by symbols, and a White House
dinner would affinr that classroom tehers are the unsung heroes of the :la-
tion.

SCHOOL LEADERSHIP

FOL'RTH, in shapika a nritional strategy for iducation, school-based management
is crucial.

Thus far, over forty states have drafted tough new regulations. But all too
often these mandates focus on bureaucratic procedures rather than on the out-
comes of eduLation, fOrcing teachers and principals to spend more time with
paperwork, and less timc with their students.

State officials should set goals, provide equitable support, and hold every
school accountable for its perfermance. Hcre the leadership of governors is
crucial. But within this frariewoA, principals and teachers should be given full
author:ty to choose textbooks, shape curriculum, hire teachers, organize the
school and have discretionary funds to introduce bold innovations.

In other words, we must create, in the nation's 83,000 schools, what in-
dustry likes to call "circles of qualitv control," w ith teachers and principals
cream eh' building schools that meet high academic standards and meet the
needs of students, too.

In a recent Carnegie survey, we found that half the students in eighth
grade go home after school to an emptv house; 40 percent. wish they could
spend more time with their mothers and fathers; about a third say their family
never sits down together to cat a meal. And many arc often iondy.

We also found this sense of loneliness within the school itself, with teen-
age" s often moving anonymously from class to class, lacking contact with
adults, and dropping out of school because no one noticed that they had, in
fac L'..apped in.

Frankly, if I had just one wish for school reform, I would break up every
junior and senior high school into units of no more than 400 students each. I
would locate these schools as satellite campuses, in shopp;ng malls, in corpo-
rate buildings, and at worksitcs. too. At these satellite campuses, every student
should be assigned to a small "support group" of no more than 25 students

20
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each, meeting with a mentor at the beginning of each day to talk about prob-
lems, ro kw academic progress, and receive emotional support.

Above all, I would lik e. to see all students feel needed and have a sense of
worth. In our report, High School, we proposed a new "Carnegie unit" of high
school credita community service term to help teenagers become responsi-
bly engaged in Youth clubs, in retirement villages, and in tutoring other kids
at school, discovering a connection between what they learn and how they live.

I'm suggesting that, as a national strategy, even' state define its goals, and
then give freedom to the schools, fOcusing on outcomes, not procedure.,. Such
a restructuring will breathe ne v life into a suffOcating system.

ACCOUNTABILITY

FINALLY, we simply must clarifi, the content qf education and find better ways to

measure the results.
It's ironic that after six V ears of unprecedented school reform, we still can't

agree on what it means to be an educated person. Some districts and some
states haN e made great progress in defining goals. But in most schools, the K
through 12 curriculum is still a Rube Goldberg an angement that lacks both
quality and coherence.

During the past six years, we've added more Carnegie units, but we've
failed to ask "What's behind the labels?" We say "science," but what science
should be studied? History, Yes. But which history? We require English, but
"English" can mean anything from Shakespeare to basic grammar.

As a national strategy. I propose that master teachers and research schol-
ars come togetherin a kind of peacetime Manhattan Projectto design, for
the tw enty-first century, a curriculum that fbcuses, not just on knowledge ac-
quisition, ,ut on integration, too. If this nation can invest billions in new
weapons systems, why can't we invest in a new curriculum for the nation's
schools? Specifically, let's have an endowment for this project, supported by
both public and private funds.

It's ironic, too, that we still can't agrce on how to v'aluate school perfor-
mance, and w ithout reliable yardsticks, no one seems to know fbr sure if our
SI80 billion annual in N estment in public education is paying off. When Sec-
retary CaN azos recently presented his report card on school performance-
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using dropout rates, SAT scores and the likehe explained that these yard-
sticks may not be adequate, but tho 're all we have. It's like an industry that's
unclear about its product, and thus is hopelessly confused about quality con-
trol.

The President has a Council of Economic Advisors to keep track of the
nation's fiscal health, but we don't have an authoritative way to monitor, ade-
quately, the nation's education health. Perhaps the time has come to establish
a National Council on Education Trends. Such a nongovernmental pand
comprised of distinguished citizens from all sectorscould develop frame-
work by which sLhool performance, state-by-state, could be appropriately as-
sessed.

This is an enormously difficult assignment that may take several years. But
careful assessment of education is crucial, and here are some of the questions
Americans should be asking:

Does each state have clearly defined goals for education? Are schools
held accountable for results?
Is schGol financing adequate? Are states reducing the inequity from one
district to another?
What about the dropout rate? Is it going down, especially among black
and Hispanic populations?
Do teachers feel good about their work? Arc salaries adequate and are
working conditions getting better?
Can all students read with comprehension, write with clarity, and ac-
curately compute?
Have ail students learned about the world around them? Do they know
about their own heritage, other cultures, and have they discovered the
interconnccted nature of our world?
Can students think critically and integrate ideas?
Do they know the joy of reading, and have the motivation for lifelong
learning?
Are the nonverbal abilities of studentsincluding the aestheticbeing
shaped in school?
is education increasing the students' self-Lsteern and helping them be-
come tolerant of others?
Are students, through community service projects, learning to become
responsibly engaged?

22



After graduation, how do students perform in college and at the rk-

place? Are we, in short, preparing our students to be better workei.,,
better citizens, and better people, too?

James Agee wrots: that "in every child who is born, under no matter what
circumstance . . . the potentiality of the humm race is born again." As part of
the national strategy, let's develop, during the decade of the nineties, a more
coherent curriculum for our schools and a more peecise, more humane evalu-
ation of our students.

CONCLUSION

H ERE, then, is my conclusion. If this nation is to achieve excellence in edu-
cation, a national strategy is required. This means:

An urgent call to action,
A commitment to the disadvantaged,
A crusade to strengthen teaching,
State standards, with leadership at the local school,
A quality curriculum, and
An effective wav to monitor results.

John Gardner said, "A nation is never finished. You can't build it and leave
it standing as the Pharaohs did the pyramids. It has to be recreatod for each
new generation." I'm convinced that the most urgent task our generation now
confronts is a crusade to rebuild the nation's schools.

23
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THE ANNUAL MEETI NG of The Carnegie Foundation for the Ad-
% ancement of Teaching was held on November 15, 1988 in Washington, D.C.

David Hornbeck was elected Chairperson and Norman Francis, Vice

Chairperson, each for a two-year period ending after the annual meeting in

1990.
Eugene Cota-Robles and Patricia Albjerg Graham were reelected as mem-

bers of the board for four-vear terms ending after the annual meeting in 1992.
Shirley Strum Kenny, president of Queens College, Ntw York, was

elected as a trustee of the Foundation for a four-vear term ending after the

annual meeting in 1992.
The spring meeting of the board was held on April 18, 1989 at the Foun-

dation's offices at 5 Ivy Lane, Princeton, New Jersey.

L0.)., t4t /14414--
LAUREN MAIDMENT
Secretary
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On Junc 30, 1989, the asscts of The Carnegie Foundation for thc Advance-
ment of Teaching were:

Cost

Market
Value

Percent of
Market
Value

Cash S 148,334 S 148,334 .27

Fixed Income Securities 25,418,717 26,661,922 48.96
Short Term Investments 2,218,748 2,20,382 4.08
Common Stocks & Convertibles 20,336,578 24,593,355 45.17
Other 829,981 829,981 1.52

Total S48,952,358 S54,453,974 100.00

Thc_ market value of the Foundation's investments on Juri,c 30, 1989 was
S53,475,659 compared to S49,083,130 reported last Junc 30, 1988.

Investment inwmc for thc vcar cndcd June 30, 1989 was S3,413,215
compared to S2,897,926 in thc previous year.

Foundation expenditures for all purposes, financed partly by grants total-
ling S368,866, were S3,547,77I. In 1987-88 they were S3,222,807, with
grants financing S431,760.

The net realized gain on security transactions was S1,298,400;
S1,450,779 dwing the previous year.

31
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TEN-YEAR RECORD OF INCOME
AND INVESTMENTS

Fiscal Year
Ended

June 30
Investment
Income

MARKET VALUE ON JUNE 30

Equities
Total as a %

Investments Equines ofTotal

1989 S3,413,215 S53,475,659 $24,593,355 45.99%
1988 2,897,926 49,083,130 21,834,152 44.48
1987 2,678,838 51,646,554 26,030,318 50.40
1986 3,094,568 49,042,138 29,630,51S 60.42
1985 3,088,816 40,318,882 19,422,273 43.17
1984 2,242,564 33,864,353 16,877,427 49.84
1983 1,990,729 38,298,917 27,212,528 71.05
1982 2,044,231 26,210,203 15,907,750 60.69
1981 1,815,904 29,281,561 20,392,616 69.64
1980 1,682,855 24,997,332 15,214,648 60.86

The Foundation's board of trustees is tesponsibk for its investments.
The board and its finance and administration committee believe this re-
sponsibility is discharged eftectivelv by permitting outside investment counsel
(J P. Morgan Investment Management, Inc.) to buy, sell, invest and reinvest
for the account of the Foundation, subject to policies and guidelines deter-
mined in advance.

he trustces intend that the Foundation's in% estment policies be carried
out in a manner consistent with social and ethical convictions prevailing in the
educational community. In that spirit, the finance and administration commit-
tee and the treasurer's office devoted much attention during the past year to
appropriate voting of proxies in corporations in %%hich the Foundation's funds
were invested.

Expenditures for professors' retiring allmances and widows' pensions in
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thc course o thc ycar amountcd to S110,022, of which S2,952 was paid to
Canadian bcntficiarics.

Thc minimum profcssor's rctiring allowancc is S162 per month, ane thc
minimum widow's pcnsion S122 per month.

On June 30, 1989, thcrc wcrc 69 allowances and pcnsions in force-1
payab!_. to a formcr profcssor and 68 to widows. At thc cnd of thc Founda-
tion's prcvious fiscal ycar thcre wcrc 86 allowances and pcnsions in forcc, 1
pavablc o profcssors and 85 to widows. Sincc thc payment of thc first allow-
ancc in 1906, S86,967,822 has bccn paid for thcsc purposcs.

Thc Foundation's financial statcmcnts and thc rcport of KPMG Pcat Mar-
wick appcar in thc cnsning pagcs.

Novernbcr 21, 1989
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TOTAL EXPENDITURES IN RETIRING
ALLOWANCES AND WIDOWS' PENSIONS

SPECIFIED INSTITUTIONS
Fiscal

Year 1989 TOTAL

Amherst College $ 610.00 $ 802,136.77
Beloit College 1,464.00 447,168.05
California, University of 7,392.00 3,370,837.61
Carleton College 2,952.00 496,921.67
Carnegie-Mellon University 2,928.00 663,743.48
Cincinnati, University of 1,488.00 943,759.83
Colorado College 1,464.00 312,943.94
Columbia University 7,320.00 6,081,004.87
Cornell University 9,588.27 4,424,342.90
Dalhousie University 1,488.00 271,591.96
Dartmouth College 2,928.00 1,201,439.15
Harvard University 5,880.00 5,919,108.74
Johns Hopkins University 1,464.00 1,476,347.85
Lehigh University 2,952.00 761,209.80
Massachusetcs Inst. of Technology 3,082.56 2,297,477.43
Michigan, University of 9,431.09 3,961,291.96
Middlebury College 1,464.00 339,473.13
Minnesota, University of 1,956.07 2,350,750.78
Missouri, University of 2,976.00 1,415,669.73
Pennsylvania, University of 11,869.37 2,992,083.20
Princeton University 4,404.00 2,283,782.93
Purdue University 1,909.56 1,050,489.40
Smith College 1,606.35 1,358,885.37
Stanford University 1,464.00 2,587,973.38
Stevens Inst. of Technology 1,488.00 445,960.72
Swarthmore College 1,464.00 541,734.55
Toronto, University of 1,464.00 2,667,035.98
Trinity College 1,488.00 281,346.52
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SPECIFIED INSTITUTIONS
Fiscal

Year 1988 TOTAL

Tufts College 1,464.00 482,537.01
Vermont, University of 1,081.32 440,815.66
Williams College 2,928.00 864,761.40
Wisconsin, University of 5,630.44 2,924,489.27
Worchester Polytechnic Institute 728.03 485,572.77
Yale University 2,204.04 4,379,889.54
Specified institutions with no

remaining participants 22,331,413.79

TOTALS 110,021.60 83,655,991.14
Nonspecified institutions 3,311,830.39

GRAND TOTALS $110,021.60 $86,967,821.53
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INDEPENDENT AUDITORS' REPORT
THE BOARD OF TRUSTEES
THE CARNEGIE FOUNDATION FOR THE
ADVANCEMENT OF TEACHING:

We has e audited the accompanying balance sheets of The Carnegie Founda-
tion for the Advancement of Teaching as of June 30, 1989 and 1988, and the
related statements of revenue, support and expenses and changes in fund bal-
ances, and cash flows for the years then ended. These financial statemcnts are
the responsibility of the Foundation's management. Our responsibility is to
express an opinion on these financial statements based on our audits.

We ,:onducted our audits in accordance with generally accepted auditing
,randards. Those standards require that we plan and perform the audit ._-o ob-
tan. -easonable assurance about whether the financial statements arc free of
nuterial misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates
made bs nunagement, .1 s NN ell as evaluating the overall financial statement pre-
sentation. We belies e that our audits pros ide a reasonable basis for our opin-
ion.

In our opinion, the financial statements referred to above present fairly,
in all material respects, the financial position of The Carnegie Foundation for
the Advancement of Teaching at June 30, 1989 and 1988, and its revenue,
support and expenses and changes in fund balances and its cash flows for the
x ears then ended, in conformity with generally accepted accounting principles.

Our audits were made for the purpose of forming an opinion on the basic
financial statements taken as a whole. The current year's supplementary infor-
mation inckded in Schedules 1 and 2 is presented for purposes of additional
ai lysis and is not a required part of the basic financial statements. Such infor-
nution has been subjected to the auditing procedures applied in the audits of
the basic financial statements and, in our opinion, is fairly stated in all material
respects in relation to the basic financial statements taken as a w hole.

Princeton, N.J.
August 21, 1989

k pryi 6_ pj 1 leevihatek



THE CARNEGIfi FOUNDATION FOR THE
ADVANCEMENT OF TEACHING

BALANCE SHEETS

Assets

JUNE 30, 1989 AND 1988

1989 1988

Investments (market value $53,475,659 in 1989
and $49,083 130 in 1988)

Comma stocks (at cost) $ 20,336,578 $ 20,096,224

Fixed income rat amortized cost) 25,418,717 24,446,881

Short-term investments (at cost) 2,218,748 2,076,175

Total investments 47, 974,043 46,619,280

Cash 148,334 98,472

Furniture and equipment at cost, less accumulated
depreciation of $245,993 in 1989 and $199,184 in
1988 248,937 241,902

Leasehold improvements, less accumulated
amortization of $303 921 in 1989 and $238,883
in 1988 581,044 512,256

Total assets $ 4!..',952,358 $ 47,471,910

Liabilities and Fund Balances

Liabilities
Deferred revenue from grants 617,850

Other habilities 4,333 4, 595

Total liabilities 64,333 622,445

Fund balances

Endowment nds
Principalnonexoendable 11,806,634 11,806,634

Net adtusted gains and lossesexpendable 33,928,028 32,629,628

Total endowment ft. .d balances 45,734,662 44,436,262

Cti-rent fundsunrestricted 829,981 2,413,203

Quasi-endowment fundsunrestricted 2,323,382

Total fund balances 48,888,025 46, 849,465

Commitments (note 3)

Total liabilities and fund balances $ 48,952,358 $ 47,471,910

Sec accompanying notes to financial statements
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STATEMENTS OF REVENUE, SUPPORT, AND EXPENSES AND
CHANGES IN FUND BALANCES

YEAR ENDED JUNE 30, 1989

Quasi-
endowment

CURRENT FUNDS fisnd< Ena`owment

funds TotalUnrestricted Restricted unrestricted

Revenue:
Interest and dividends $3,413,215 3,413,215
Net gain on investment transactions 1,298,400 1,298,400

3,413,215 1,298,400 4,711,615

Less:

Expenses attributable to investment
income 189,970 189,970

Net revenue 3,223,245 1,298,400 4,521,645
Support:

Grants 868,866 868,866
Other revenue 5,850 5,850

Net revenue and support 3,229,095 868,866 1,298,400 5,396,361

(continued)



CURRENT FUNDS

Quasi-
endowment
funds

unrestricted

Endowment

funds TotalUnrestricted Restricted

Expenses:

Programs:

Educational and research 567,046 868,866 1,435,912

Allowances and pensions 110,022 110,022

677,068 868,866 1,545,934

Administration 1,811,867 1,811,867

Total expenses 2,488,935 868,866 3,357,801

Excess of net revenue and
support over expenses 740,160 1,298,400 2,038,560

Fund balances at beginning of year 2,413,203 44,436,262 46,849,465
Transfer to quasi-endowment funds

unrestricted (2,323,382) 2,323,382

Fund balances at end of year $ 829,981 2,323,382 45,734,662 48,888,025

See acompaiwing notes to financial statements.
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STATEMENT OF REVENUE, SUPPORT, AND EXPENSES AND
CHANGES IN FUND BALANCES

YEAR ENDED JUNE 30, 1988

Quasi-
endowment

CURRENT FUNDS funds Endowment

finds TotalUnrestricted Rectricted unrestricted

Revenue:
Interest and dividends $2,897,926 2,897,926
Net gain on investment transactions 1,450,779 1,450,779

2,897,926 1,450,779 4,348,705
Less:

Expznses attributable to investr':nt
income 180,303 180,303

Net revenue
support:

2,717,623 1,450,779 4,168,402

Grants 431,760 431,760
Other revenue 30,826 30,826

Net revenue and support 2,748,449 431,760 1,450,779 4,630,988

(continued)



Quasi-
endowment

CURRENT RINDS finds Endowment

funds TotalUnrestricted Restricted unrestricted

Expenses:
Programs:

Educational and research 877,515 431,760 1,309,275
Allowances and pensions 132,345 132,345

1,009,860 431,760 1,441,620
Administration 1,600,884 1,600,884

Total expenses 2,610,744 431,760 3,042,504

Exccss of net
revenue and support
over expenses 137,705 1,450,779 1,588,484

Fund balances at beginning of year 2,275,498 42,985,483 45,260,981
Transfer to quasi-endowment funds

unrestricted

Fund balances at end of year $2,413,203 44,436,262 46,849,465

Sec at.Lompanving noir.% to financial statements
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STATE MENTS OF CASH FLOWS
INCREASE (DECREASE) IN CASH

YEARS ENDED JUNE 30, 1989 AND 1988

1989 1988

Cash flows from operating activitirs:
Excrss of nrt revrnur and support ovrr rxpenses S 2,038,560 1,588,484
Adjustmrnts to recondr rxcess of nrt rrvrnur and

support ovrr rxpcnsrs to nrt cash providrd by
operating acnvities:

Drprecianon 46,809 43,715
Amortization 65,038 55,310
(;hangr in assrts and liabilities

1)&1-red rrvrnur from grants (557,850) 317,850
Othcr habilitirs (262) 2,781

Total adjustmrnts (446,265) 419,656

Nrt cash providrd bv orerating
actis Ines

1,592,295 2,008,140

Cash flows from insysting activitirs
Changr in invrstmrnts (1.354,763) (1,944,051)
Additions to furmturr and rquipmrnt (53,844) (48,251)
Additions to Irasehold improvrmrnts (133,826) (35,476)

Nrt cash used m mrrsting activifirs (1.542.433) (2,027,778)

Nrt mcrrasr (drcrrase) m cash 49,862 (19,638)
Cash at beginning of vrar 98,472 118,110

Cash at rnd of %Tar S 148.334 98,472

Sre aLLompanying notrs to financial statrmrnts
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THE CARNEGIE FOUNDATION FOR THE
ADVANCEMENT OF TEACHING

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 1989 AND 1988

1 ORGANIZATION AND SUMMARY
OF SIGNIFICANT ACCOUNTING POLICIES

()Tonic:at:on:

The Carnegie Foundation for the Advancement of Teaching (the Foun-
dation) w as established to do and perform all things necessary to en-
courage, uphold and dignify the profession of teaching and to promote

the cause of higher education.

I- und accounting:

To rnsure obsenance of limitations and restrictions placc: on the use of
a% ailable resources, the accounts and financial activity are classified for
accounting and reporting pt poses into fund groups that are in accor-
dance w ith actn itics and objectives specified. Fund balances restricted

by outside sourt.t. are so indicated and are distinguished from unre-
stricted aind, allocated to specific purposes by action of the governing
board. Externally restricted funds may be utilized only in accordance
w ith the purposes established by the source of such funds and arc in
wntrast w ith unrestricted funds over which the governing board retains

full control fbr use in achieving any of its purposes.

Quasi-endowment Andsunrestricted:

Quasi-endow ment funds represent unrcstrictrd funds allocated, by the
Board of Tnistees, for futpre purposes as the Board of Trustees mav

decide.

Endowment fun&

Nonexpendable endow ment funds w ere recened as a gift from Andrew
Carnegie w ho, by the terms of the conveying instruments, stipulated
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that the principal may never by expended. The Foundation's policy is to
use interest and dividends earned by the endowment funds for current
unrestricted purposes. Expendable endowment funds represent net
gains on investment transactions which may be expended for support of
Foundation activities.

Grant revenue:

The Foundation receives grants for specified restricted purposes from
outside donors. The revenue from grants is recognized to the extent the
grant is expended. The unexpended advances have been recorded as de-
ferred revenue from grants in the accompanying financial statements.

Furniture and equipment:

Furniture and equipment re recorded at cost and depreciated on a
straight-line basis over ten v:ais. The Foundation's policy is to record a
one-half Year of depreciation expense in the year of acquisition. Depre-
ciation expense for the years ended June 30, 1989 and 1988 was
S46,8C and S43,715, respectively.

Leasehold improvements:

Leasehold improvements are recorded at cost and amortized on a
straight-line basis over the remaining term of the lease. Amortization
expense for the years ended June 30, 1989 and 1988 was S65,038 and
S55,310, respectively. The improvements represent the cost of refur-
bishing the Foundation's headquarters.

Income taxes:

The Foundation is exempt from Federal income ta,xes pursuant to Sec-
tion 501(c)(3) of the Internal Revenue Code.

2 EMPLOYEE PENSION PLAN

The Foundation has a noncontributory employee defined contribution
pension plan covering all full-time employee% The benefits contem-
plated by the plan are funded through the purchases of individual an-
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nuicv policies. The cost orthe funding is charged to expense as accrued
and there is no unfunded liability for paq services. The expense for the
years ended June 30, '989 and 1988 was S156,230 and $145,018, re-
spectively.

3 COMMITMENTS

Professor? allowances and widows' pensions:

At lune 30, 1979, the last date of valuation, the Foundation', manage-
ment estimated that the future payments for retired professors' allow-
ances and widows' pensions payable at the discretion of the Foundation
approximated S2,415,000. It was anticipated that, based on an actuarial
study, these payments will terminate in the year 2001. Siace the valua-
tion date, the Foundation has made approximately S2,195,000 in pay-
ments.

Lease:

The Foundation leases office space under an operating lease arrangement
expiring December 31, 1998. Rent expense for the years ended June 30,
1989 and 1988 was approximately S76,000 and S74,000, respectively.
The minimum annual rental commitments at Ju,ie 30, 1989 are as fol-
lows:

Year ending
June 30, Amount

1990 49,500
1991 49,500
1992 49,500
1993 49,500
1994 49,500

Liter years 222,750
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SCHEDULE OF FUNCTIONAL EXPENSES

SCHEDULE 1
YEAR ENDED JUNE 30, 1989

Programs

Admin-
istranon Investment

Total
expenses

Educanonal
and

research

Allowances
and

pennons
Total

programs

Retiring allowances ap,1 widows' pensions S - 110,022 110,022 - - 11 022
Salaries and employees' benefits 342,867 - 342,867 1,068,461 22,500 1,433,818
Studies and project payments 416,858 - ... 6,858 70,975 - 4.87,833
Books and publications-net 45101,165 revenue 13,535 - 13,535 73,339 398 87,272
Trustee meetings, conkrences, and other

0 fbundation expenses 2,871 - 2,871 109,318 2,918 115,107
Rent - 75,586 75,586
"rravel 13,437 13,437 71,765 85,202
Travd and other accommodations 276,790 - 276,790 - - 270,790
I egallccounting and IIIN'estment sen ices
' il ices, supplies. Nuipment, depreciatum, and - - 19,905 137,342 157,247

amortization 15,238 - 15,238 190,923 21,214 22; 175
Post te, telephone, and shipping - - - 47,720 5,598 53,318
Computer services 11,930 11,930 2,454 - 14,384
(onsultants 322,627 322,627 - - 322,627
Car expense - - 7,252 7,252
Miscellair. ms 19,759 - 19,759 74,169 - 93,928

S1,435,912 110,022 1,545,934 1,811,867 189,970 3,547,771



SCHEDULE OF INVESTMENTS

SCHEDULE 2
JUNE 30, 1989

COW LON STOCKS Shares Cost

Market
Value

Abbott Laboratories 7,000 $ 328,615 406,000
Alexander & Alexander Services, Inc. 14,000 152,717 346,500
American Home Products Corp. 4,000 297,055 377,000
Anheuser-Busch Cos, Inc 10,000 304,350 417,500
Ashland Oil Inc. 10,000 349,625 386,250
Aristech Chemical Corp. 6,000 119,988 126,750
Avantek Inc. 15,000 243,625 73,125
Avnet Inc. 12,000 341,486 280,500
Bak zr Hughes Inc. 6,000 115,674 115,500
Bankers Trust New York Corp. 9,000 330,270 433,125
Boeing Co. 3,750 147,427 180,000
British Petroleum PLC AJD/R 4,000 217,061 224,500
Browning Ferris Industries Inc. 8,000 238,097 266,000
Capital Cities ABC Finance Inc. 1,000 210,645 465,000
Carpenter Technology Corp. 3,000 46,693 150,000
CBI Industries Inc. 7,000 209,890 232,750
anterior Energy Corp 40,000 541,771 720,000
Champion International Corp. 8,000 191,357 266,000
Cigna C ,rp. 5,000 333,601 279 375
Citicorp. 15,000 378,102 466,875
Coastal Corp. 6,000 185,732 247,500
Commonwealth Edison Co. 12,000 380,107 453,000
Consolidated Rail Corp. 3,000 93,881 103,000
Cray Research 2,000 108,120 99,000
Cummins Engine Co. Inc. 4,000 358,009 254,500
Digital Equipment Corp. 2,500 232,370 229,375
Dun and Bradstreet Corp. 2,000 98,373 114,250

(continued)
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COMMON STGCKS Shares Cost

Market
Value

E I DuPont De Nemours and Co. 1,500 150,653 163,125
Eaton Corp. 4,000 210,312 242,000
Enron Corp. 2,800 127,328 128,450
Entergy Corp. 50,000 670,843 962,500
First Union Corp. 3,000 70,080 76,125
Florida National Banks of Florida, Inc. 15,000 296,850 378,750
Ford Motor Co. 5,000 136,800 242,500
Fremont General Corp. 14,000 249,565 224,000
General Cinema Corp. 4,000 63,552 95,500
General Signal Corp. 4,000 190,019 221,500
Gillette Co. 6,000 231,618 240,750
Goodyear Tire & Rubber Co. 7,000 422,469 365,750
Hechinger ( 15,000 261,922 264,375
Homefed Corp. 3,400 91,222 131,750
International 3usiness Machines Coro. 8,000 1.082,879 895,000
Intel Corp. 4,000 99,152 116,000
International Flavors & Fragrances,

Inc. 4,000 189,602 209,500
Johnson Controls Inc. 5,000 150,592 188,750
Larizza Industries Inc. 20,600 188,279 100,425
Limited Inc. 0,500 233,170 332,063
Liz Claiborne Inc. 15,000 235,641 318,750
Manor Care Inc. 15,000 177,450 234,375
Mapco Inc. 16,000 307,51? 622,000
Mcrek & Co. Inc. 6,000 303,370 401,250
Monsanto Co. 1,300 121,621 136,987
Morton Thiokol Corp. Del. 6,500 247,775 297,375
MS Carriers Inc. 15,000 2; '3,450 292,500
New York Times Co. 12,000 324,022 369,000
NIPSCO Industries Inc. 35,000 373,107 603,750
Norsk Hydro A's 14,000 210,504 329,000
Novell Inc. 3,000 92,625 85,500

(continued)
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COMMON STOCKS Shares Cast

Market
Value

Pacific Gas & Electric Inc. 20,000 348,700 405,000

Philip Morris Companies Inc. 4,500 262,439 623,812

Policy Management Systems Corp. 5,000 89,375 137,500

Premark International Inc. 10,000 306,905 259,003

Price Co. 7,000 253,095 280,000

Quanex Corp. 10,000 51,750 140,000

Ralston Purina Co. 5,00L 296,791 458,125
Rowan Companies 40,000 294,848 335,000

Ryans Family Steakhouse 20,000 46,914 135,000

SHL Systemhous:. Inc. 25,000 384,852 240,625

Shell Transport & Trading 16,000 300,194 634,000

Squibb Corp. 2,000 133,122 152,250

St. Jude Medical Center 6,000 72,295 209,250

Stone Container Corp. 6,000 175,459 152,250

Super Value Stores Inc. 8,000 182,940 222,000

Texaco Inc. 13,000 440,729 654,875
Texas Air Corp. 20,000 399,568 307,500
Toys R Us Inc. 12,000 205,244 345,000

Trinova Corp. 6,000 229,348 182,875

:Thion Carbide Corp. 12,000 288,812 316,500
Union Camp Corp. 7,000 234,683 245,875

U. S. West Inc. 6,220 173,261 429,180
Vipont Pharmaceutical Inc. 15,000 236,731 127,i00
Warner Communications Inc. 5,000 147,240 301,875

Walt Disney Productions 1,500 120,799 141,938

WTD Industries Inc. 15,000 176,250 163,750

Total common stocks 320,336,578 24,593,355

(continued)
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FIXED INCOME SECURITIES
Par

value
Amortized

cost

Market
Value

Beneficial Corp.
Notes, 12%, November 1, 1994 $1,000,000 1,000,000 1,122,600

Champlin Petroleum Co.
Loan, 12.05%,
December 31, 2003 250,000 202,361 130,944

Chevron Capitai
Notes, 12%, November 1, 1994 $1,000,690 1,003,281 1,070,520

Churchill Falls (Labrador) Corp. Ltd.
st mortgage, 73/4%,

December 15, 2007 113,000 98,000 89,425
Concord Leasing Inc.

Notes, 9.78%, February 5, 1990 1,000,000 1,000,000 1,003,750
Delta Airlines, Inc.

Notes, 133/4%, October 1, 1999 432,195 406,183 496,051
'-ederal Express Corp.

Lease obligation, 103/4%,
May 1, 2009 457,950 430,501 465,370

First Union Corp.
Notes, 9.45%, June 15, 1c:99 500,000 500,000 509,350

Gulf Power Co.
1st mortgage, 9.20%,
April 1, 1998 300,000 278,4-44 280,533

Gulf State Utilities Co.
1st mortgage, 101/4%,
April 1, 2009 600,000 546,731 564,696

Kmart Corp.
Notes, 121/2%, March 1, 1995 1,000,000 996,437 1,112,650

McCaw Cellular Communications, Inc.
Zero coupon bond, June 15, 2008 500,000 273,423 354,000

Multimedia Inc.
Notcs, 16%, June 30, 2005 300,000 229,815 268,500

(continurd)
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FIXED INCOME SECURITIES
Par

value

Amortized
cost

Market
Value

Northwest Airlines Inc.
Lease obligation, 9.30%,
July 15, 2009 560,000 500,000 490,625

Sara Lee Corp.
Lease obligation, 8.745%.
Junc 30, 1991 449,074 310,945 310,556

Sea Land
Series income obligation, 10%,
June 15, 2006 77,015 77,015 80,220

Sea Land
Series income obaga:Ion, 10%.
June 15, 2008 422,985 422,985 442,019

Swedish Export Credit Corp.
Notes 9,80%, March 15, 1990 500,060 498,906 502,430

Systems Energy Resources Inc.
Notes, 1 L07%, January 15, 2004 300,000 298,500 312,000

U. S. Government and Agency
Obligations.
USA Treasary Bonds:

105/8%, August 15, 2015 676,000 797,642 8F 7,465

USA Treasury Notes:
13%, November 15, 1990 500,000 496,152 529,845
133/4%. Jul 15, 1991 970,000 1,047,157 1,069,124

121/4%, October 15, 1991 1,000,00C 998,794 1,083,120

145/8%, February 15, 1992 1,000,000 1,160,317 1,155,620

133/4%, May 15, 1992 500,000 500,000 570,310
113/4%, November 15, 1993 500,000 500,456 564,375
131/2%, May 15, 1994 1,000,000 1,206,752 1,195,620
123/4%, August 15, 1994 500,000 507,559 592,030
85/8%, October 15, 1995 500,000 498,291 511,095
878%, February 15, 1999 1,000,000 981,846 1,048,440

115/8%, November 15, 1994 5J0,000 497,270 574,060
(continued)
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FIXED INCOME SECURITIES
Par

Value
Amortized

Cost

Market
Value

U. S. Government and Agency
Obligations:

Stripped U. S. Trcasury Issues,
February 15, 2000 S3,037,000 1,195,173 1,296,344

Federal Housing Administration
Project Notcs Pool No. 23,

7.43%, February 1, 2022 1,428,865 1,332,569 1,254,635
FHLMC

Collateralized Mortgage
Obligation

Class 33-D, 8.00%,
April 15, 2020 500,000 438,804 456,250

FHLMC
Multiclass Mortgage

Class 19-B, 8.50%,
March 15, 2013 1,000,000 978,653 990,000

Wilmington Trust Co.
Loan, 10.85%,
December 30, 1993 485,012 415,755 41G,350

Total fixed income securities 22,626,717 23,869,922

(continued)
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NOTES Shares

Undivided interest in deniand notes:
Cadbury Schweppes Inc. at 9.10% 754,000 754,000 754,000
GMAC at 9.36% 1,539,000 1,539,uuu 1,539,000
Nordstrom Credit Inc. at 9.10% 499,000 499,000 499,000

Total notes 2,792,000 2,792,000

Total fixed income S25,418,717 26,661,922

SHORT-TERM IN'', ESTMENTS
United Jersey Bank Short-Term

Investment Management Account $ 2,218,748 2,220,382

SUMMARY
Common stc.:ks 20,336,578 24,593,355
Fixed income securities 22,626,717 23,869,922
Notes 2,792,000 2,792,000
Short-tcrm investments 2,218,748 2,220,382

Total investments $47,974,043 53,475%659
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THE CARNEGIE PHILANTFEWPIES

AN DR EW CA R NEG I E SET OUT to give away S300 million. He gave
ass av S311 million. Gifts to hundreds of communities in the English-speaking
\\ orld helped to make his idea of the free public library as the people's univer-
sity a reality. In all, 2,509 libraries were built with Carnegie funds. His endow-
ment of the Carnegie Institute in Pittsburgh brought important educational
and cultural benefits to the community in which he had made his fortune.
From experience, he knew the imyrtance of science applied to commerce and
mdustn , and he pros ided fbr technical training through the Carnegie Institute
of Technok)gy. By establishing the Carnegr: Institution of Washington, hc
hdped to stimulate the grow th of know ledge bs pros iding facilities for basic
research in science.

Mr Carnegie set up the Carnegie Trust for Unix Li5 in Scotland to
assist needs studems and to promote research in science, medicine, and the
humanities. For the betterment of sodal conditions in hi .tcive town of Dun-
fermline, Scotland, he set up the Dunfermline Trust. "10 improve the well-
bemg of the people of Great Britain and Ireland, he established the Carnegie
United Kingdom Trus:.

In the United States, he created The Carnegie Foundation for the Ad-
s anLement of Teaching prinurily as a pension fund for college; teachers, but
also to promote the cause of higher educat, 1. To work for the abolition of
ss ar, he created the Carnegie Endow ment for International Peace. And to rec-
ognize heroism in the peaceful walks of life as being as ss orthv as valor in
battle, he created funds in the United States, the United Kingdom, and nine
Fur, 'Ivan Lountries to make awards fo cts of heroism. In contributing to the
Lonstruction of the Peace Palace at the Hague, the Pan Ame.ican Union build-
ing (now the Organization of Ame, ican States building) in Washington, D.C.,
and the Central American Cc of Justice in Costa Rica, he further expressed
his belief in arbitration and nciliation as substitutes for war.

In 1911, having worked steadily at his task of giving ass ay one of the
ss orld's great fortunes, Mr. Carnegie created Carnegie Corporation of New
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York, a scparatc foundation as largc as all his othcr trusts combincd, to carry
on his spirit and systcm of giving.

Each of thc Carncgic agcncics has its own funds and trustees, and cach is
independently managcd.
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COMPLIANCE NOTE

THE FOLLOWING STATEMENTS arc sct forth in accordance with
section 6033 of the United States Internal Revenue Code, pursuant to which
this annual report has been prepared.

The Carncgi.: Foir,dation fbr the Ad% ancement o:Teaching (Employer Iden-
tification No. 13-1623924) is a private operating foundation within thc mean-
ing of section 509(a) and 4942(0(3) of the Internal Re- mix Code. Thc prin-
cipal officer of the Foundation is its president, Ernest L. Boyer.

Pursuant to section 4 of its Charter, the principal office of the Foundation 13

located at 1755 Massachusetts Avenue, N.W , Washingtor D.C., 20036. A
imary oflice is maintained at 5 Ivy Lane, Princeton, New Jcrscy 08540.

The names and respectne business addresses of the "foundation managers" ot
the Foundation are set forth on pages 5 through 9 of this annual report.

No person ho Is a "foundation manager" %% ith respect to the Foundation has
made an% contribution to the Foundation in an:. taxable Year.

A' no time during the rear did the Foundation (together %%itn other "disqual-
ified persons") knowingly own more than 2 percent of the stock of any cor
poration or cm csponding interests in partncrships or other entities. Thc
Foundation does not lime and has nr% cr held "excess business holdings" in
any business enterprise.
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Pursuant to section 6104(d) of the Internal Revenue Code, a notice has been
published that this annual report is available for public inspection at the Wash-
ington and Princteon offices of the Foundation. CopiP3 of this annual report
have been furnished to the appropriate officials in Washington, D.C.

November 21, 1989
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ERNEST L. BOYER
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Appendix 16

END

U.S. Dept. of Educatio

Office of Education
Research and

Improvement (OERI)

ERIC

Date Filmed

March 29, 1991


